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Disclaimer

This document is issued by The Beijing Axis. While all reasonable care has been taken in the preparation
of this document, no responsibility or liability is accepted for errors or omissions of fact or for any opinions
expressed herein. Opinions, projections and estimates are subject to change without notice. This
document is for information purposes only, and solely for private circulation. The information contained
here has been compiled from sources believed to be reliable. While every effort has been made to ensure
that the information is correct and that the views are accurate, The Beijing Axis cannot be held responsible
for any loss, irrespective of how it may arise. In addition, this document does not constitute any offer,
recommendation or solicitation to any person to enter into any transaction or to adopt any investment
strategy, nor does it constitute any prediction of likely future movements or events in any form. Some
investments discussed here may not be suitable for all investors. Past performance is not necessarily
indicative of future performance; the value, price or income from investments may fall as well as rise. The
Beijing Axis, and/or a connected company may have a position in any of the investments mentioned in this
document. All concerned are advised to form their own independent judgement with respect to any matter
contained in this document.
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The Beijing Axis — 4 cross-border businesses

Beijing Axis
Commodities

Beijing Axis
Capital

Beijing Axis
Procurement

Beijing Axis
Strategy

+ Commodity Marketing
- Commodity Procurement

+ Transaction Origination + Comprehensive
+ Corporate Finance Procurement Solutions

A\, Advisory N N

+ Strategy Formulation
« Strategy Implementation

The Beijing Axis’ Knowledge & Network Synergies
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Founded in 2002; has successfully worked with many international and Chinese MNCs

v

Operates in four synergistic cross-border China businesses

> Provides services across various sectors, with a core focus on the MINING, RESOURCES,
INDUSTRIAL and ENGINEERING sectors

» Provides solutions to international firms as they act in unfamiliar territory in China/Asia

» Provides solutions to Chinese firms as they venture out and ‘go global’
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Key global factors

The backdrop

> Therise of China ... global supply shock as producer ... engine as consumer
> New competitive lines and forces, winners/losers — the rise of Asia, BRICS, etc
» Atwo-speed global economy over long term?

> Alasting new GDP trajectory in Africa — governance, growth, stability, infrastructure, confidence, etc

The issues now

> Risks in the developed world ... US debt, Europe — and knock-on effect

> China’s landing - soft or hard? Implications for growth and resource demand?

» Tapping into the China story vs over-reliance on China and need to diversify economic ties

» Rising costs, and in certain

Source: The Beijing Axis Analysis

Agenda

Resource Consumption in China/Asia
China’s Outbound Investment
Implications and Future Trends

Final Word
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China became the world’s second-largest economy in 2010 and is likely
to overtake the US to become the world’s largest economy around 2025

Top Economies’ GDP, excl. US (USD bn, 1990-2015F)
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The combined economies of the Asia-Pacific region account for 28% of
the world’s GDP. Almost all the developing economies grew faster than
the world’s average

Japan in an exception
in APAC that did not
grow faster than the

Regional GDP Comparison (USD bn, 2010)

GDP Growth Rate Size of the bubble: Nominal GDP

(%) world’s average (USD bn, 2010)
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There are several factors driving China’s economic growth.
Urbanisation, industrialisation and modernisation are the major catalysts
behind this trend

= Government has set
China’‘s target GDP
growth rate at 7%
through 2015 with
emphasis on
gradually rebalan-
cing the economy

® By 2020-2025, China
will potentially have an
urbanisation rate of
60% and the number of
households with an
annual disposable
income above $10,000
will reach 222 million

Economic

Growth Urbanisation

Substantial
investments
to upgrade China‘s

Development in
strategic new

Europe industries and the Industrialisation Moder
evolution of high-tech o
R&D due to a dramatic transportation,
increase of domestic energy sectors, etc.
% of World GDP consumption
35 40
Source: IMF; The Beijing Axis Analysis 6 Source: The Beijing Axis Analysis 7
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_— : . : : China accounts for 38% of the total global stainless steel production.
China’s stainless steel production keeps growing since 2005 ’ : g ; iess steel p
New projects and expansions are undergoing highlighting the need for
stainless steel production in China
Stainless Steel Production by Country (%, 2010) Stainless Steel — Global Melting Capacities
China’s Steel Production, C China’s Stainless Steel Import and Export (mn Global Forecast
and Growth Rate (mn tonnes, 2005-2010) tonnes, 2005-2010)
15 1%-1% + Global utiization ratio will increase from 84% in 2010
. 10.89% in 2015
Imports ——Exports CAGR (2009-2012F)
12 Urbanisation, 20 + Global melting capacity is expected to grow at an
industralisation and Production ) ! average rate of 8.4% (2008-2015F)
modernisation CAGR 28.7% s ’
10 drove steel demand 25 urope 11.19% - Chinese melt production may rise to 18 MMTPA by
§ S. Korea 8.15% 2015. As a result, China could be producing 55% of
rm—— S the world's stainless steel
8 ; = Japan 12.07%
8 CAGR 9% - 20 wUSA : + China will have to import drastically in order to meet
9 14.83% these numbers. About 4.5-9 MMTPA of chrome ore
6 15 o— India 21.30% needs imports by China every year
export- import = S. Africa 2.76% Key Projects
g9ap
1.0
4 = Brazil 217% « Jindal Stainless, India (2011/ 800 kty)
05 Export promotion measures have been re-introduced World 1276% + Tsingshan Holdings, China (2012/ 800 kty)
2 to support the industry affected by the global market
downturn While other countries have a + ThyssenKrupp Stainless, USA (2013/ 900 kty)
00 Torali 32 dG8 ctonnes tigher CAGR than Chin, Bahru Stainless, Malaysia (2015/1,000 kty)
China is still the largest . ] k
2005 2006 2007 2008 2009 2010 2005 2006 2007 2008 2009 2010 producer by abeolute terms
+ Ongoing expansion of mills in India and China
Source: China Mining; Bloomberg; The Beijing Axis Analysis 8 Source: Heinz H Pariser; The Beijing Axis Analysis °
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China’s demand outstrips domestic supply across a number of To fuel China’s growing economy and meet its resource demands, China
commodities. As a result, imports are needed to compensate for the is relying heavily on imports
deficit
China’s Implied Demand and D icF of C (2010) China’s Imrort Structure (Based on 2 Digit HS China’s Top Imported Resources (2010)
Codes, 2010) =
16,000 15,082 M Import Commodities Value (USD| Wei sm/‘;lﬁ’
Demand = Production mn)
14,000 Others Petroleum oils, oils from bituminous 2393 9.68%
. minerals, crude oo
21% ElECtroniCS = == m= = mm mm o e o o - - - — |
12,000 618.8 567% \
Foooeeeeees A I T T ‘Offs patraleum, bituminous, distilates, . oo o aco 1m0
10,000 19118 . o t crud 36.9 1.60%
China accounts for less than 2oz Oil Seed 2% R
2% of total world production T ) 7,046 Copper 3% 4 Coal 21,058 188.3 1.51%
8000 and for over 30% of total '
demand of Chrome ore | Organic 5 Copper ores and concentrates 12,648 65 091%
6,000 ,: i Chemicals Mineral Fuels Mangan?e R, GRS — s o
| B 3,500 Vehicles other ores >20% Manganese
4000 268 H H ad than railway 7 _Lead ores and concentrates 2,401 16 017%
s : | 10 Plastics o
E—— | — | Devices Machinery 9 Zinc ores and concentrates 2,082 32 015%
Cobalt Ore ('000  Aluminium (mn  Nickel (1000 tons) Platinum (‘000 0z) PP C Zinc Ore (000 tons) Ores
tons) tons) P tons) (000 tors) 10 Nickel ores and concentrates 1,945 250 0.14%
e USD 1,396 bn
10 *Note: Total means China’s total imports based on trade value; Mineral fuel includes coal 11

Source: USGS; BP; WGC; USDA; Various; The Beijing Axis Analysis

Source: UN Comtrade; The Beijing Axis Analysis




As the world’s largest Chrome consumer, China has been extremely
dependent on imports. The dependency ratio has steadily grown,
reaching 97.8% in 2010

China’s End Users of Chrome by Sector (%, 2008) China’s Chrome Ore Consumption* (‘000 tons, 2005-2010)

Dependency on imports is expected to continue as China’s mineral
imbalance widens. Stainless steel is expected to reach 1,580 mt by
2015

China’s Commodity Demand Outlook, Selected Commodities (mn tonnes, 2005-2015F)

10,000.00 30 1,000
Imports W Exports 8,862 wePrimary Aluminium
9,000.00 900
8,000.00 25 80 ——Refined Copper
7035 6951
7,000.00 6,287 » 700 ===Refined Nickel
6,000.00 600 ====Refined Lead
5,000.00 4,520
15 500 Refined Zinc
4,000.00
3,221 400 emstainless Steel
Stainless steel is mainly 3,000.00 10
= Stainless steel | driving China’s growin: 300 ini
noed for Chrome | 2,00000 —=—Finished Steel (rhs)
imports. 200
e . ' //_ «===Seaborne Iron Ore (rhs)
100
000 — = mmm e e
uOthers 2005 2006 2007 2008 2009 2010 ° é o Thermal Coal (rhs)
'[')"e‘;‘;:zency 93.9% 956%  96.8% 97.2%  97.2%  97.8% 05 06 07 0B 09 M0 MF 1R A3F 4R ASF
Note:  Apparent consumption = Production + Imports - Exports 12 13
Source: USGS; UN Comtrade; The Beijing Axis Analysis Source: Morgan Stanley; Deutsche Bank; The Beijing Axis Analysis
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Due to increase in stainless steel demand and lack of domestic chrome In order to address the high import dependence issue, China has carried
ore supply, chrome ore imports have increased substantially. South out various incentive programs on imports, strategic storage, domestic
Africa is China’s leading supplier, taking up 36% of China’s total imports resource prospecting, overseas acquisition and technical innovation
China’s Imports of Chrome by Weight; Top 10 Breakdown of China’s Imports of Chrome by
Sources (‘000 tons, 2000-2010) Country (2010) —— > Chrome Ore is added into the “Encouraged Importing Techniques & Products
World 1,113 1,090 1,142 1,779 2,166 3,025 4,321 6,088 6,838 6,756 8,665 P List", based on which tax reduction or subsidies will be offered to the Chrome
u South Africa Ore importers
3,500  ——asouth Africa Turkey Turk
——Oman ——Pakistan urkey Strategic Storage > The national strategic reserve systems for Chrome will be built in order to
3,000 ——india — Albania =0man increase the strategic & commercial storages of Chrome Ore
——Iran ——Kazakhstan Pakistan
2,500 Australia Zimbabwe i ) ) »> The government encourages further inland mining and prospection of
= India Domestic Exploration selected key commodities including Chrome, with a full 8-year plan promoted
2,000 Increase from SA is also attributed = Albania by Ministry of Land and Resources
to rising sales by platinum producers,
who mine chrome ore as a byproduct alran - B
1,500 Technical Innovation » Technical improvements on domestic Chrome Ore mining industry are
® Kazakhstan required, aiming to increase the mining recovery rate by 3 to 5 percent
1,000 ]
22% Australia
500 Zimbabwe “Go-out” Strategy > The Chinese government encourages domestic companies to seek for
i i ion and i opportunities in Chrome resource
. — —_— Total: 8.7 mn mt Other
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010
Source: UN Comtrade; The Beijing Axis Analysis 14| | source: Various; The Beijing Axis Analysis 15
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Various drivers underpin sustained resource demand Agenda
Economic Growth Social D p Ur
GDP wth to continue at Growing middle-class with an Current rate is low compared
7% for the next 5 years increasing purchasing power to developed countries’
Resource Consumption in China/Asia
Industri Moderni Structural Change
Rising labour costs, Investments in improving Shift to a domestic driven
improving industry efficiency s industries - economy China’s Outbound Investme
and asing R&D telecommunications .
investment transportation, energy, etc. Sustained
RSSOUTC: Implications and Future Trends
eman
Import Dependency 5 Year Plan Global External
China's demand out: Consolidation, moving inland, i
domestic supply of mineral steady GDP growth, and Final Word
resources sound policy
economies
Other Emerging India Controlled RMB
Economies Vast economy growing Appreciation/Foreign
Latin America, Africa as fast Reserves
Indonesia
17

Source: The Beijing Axis Analysis
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China has not historically been a major foreign investor in mining: A
snapshot of seven years ago

The Beijing Axis
a

Note:  The red dots represent Chinese mining investment locations
Source: UN Comrade database; The Beijing Axis Analysis

Note:  The red dots represent Chinese mining investment locations 1
Source: UN Comrade database; The Beijing Axis Analysis
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These mining investments have accelerated rapidly: One year ago

The Beijing Axis
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Chinese mining investment is now a worldwide phenomenon: Present

Note:  The red dots represent Chinese mining investment locations

Source: UN Comtrade database; The Beijing Axis Analysis 20 | | source: The Beijing Axis Analysis 21
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The past five years represented an international resource acquisition China continues to increase its share of Asian OFDI. As recently as
spree for China. Deals in the resource sector have consistently 2004, China’s total outward investment flows were at levels comparable
constituted a large portion of its international acquisitions to South Korea, Japan and the ASEAN 5*
Chinese OFDI Flow and Selected Major Chinese Deals (USD bn, 2000-2010) Selected Asian OFDI Flows (USD bn, 2000-2010)
USD 1.5 bn
70 (Shandong &S — African 140
USD 400 mn Mineral: USD 1.5 bn ——China ——India ——Japan ——SouthKorea ASEAN 5
60 [SAFE - Total: [CNOOC - Bridas Corp. 120
USD 3.
2010 = USD 59 bn
40 2000 = USD 0.5 bn USD 3 bn 80
Brazil: USD 5 bn
30 Sinopec - Syncrude: USD o
Q’,\°|o 4.65bn
2.5bn
10 . cNoog; Tullow Oil: 20 j
N — | .
00 01 02 03 04 05 06 07 08 09 10 2000 2001 2006 2007 2008 2009 2010
22 *Note: ASEAN 5 includes Indonesia, Malaysia, Philippines, Thailand and Vietnam

Source: MOFCOM:; The Beijing Axis Analysis

Source: UNCTAD; The Beijing Axis Analysis 2




Resources occupy a central position in Chinese overseas investment;
deals in iron ore, copper and aluminum have recently received the most
attention

China’s Investment Flows by Sector Value of China’s Mining and Metals* Investments

The Beijing Axis
EEEEBR = EEEER
i B8 55
China’s OFDI flows have become comparatively larger. China’s China’s resolute ‘going abroad’ policy is likewise elevating China in the
outward FDI flow has jumped from being the thirteenth-largest to sixth- global rankings of OFDI stock
largest in only two years
World Top 20 Outward FDI Flows (USD bn, 2010) Top 20 World FDI Outward Stock (USD bn, 2010)
0 50 100 150 200 250 300 350 0 500 1,000 1,500 2,000 2,500 3,000 3,500 4,000 4,500
us us
Germany I UK
France | France |E—
Hongé(;:g — ‘%E'-"aﬂ;ed ‘ PR T———— Hot:'egn;::; ——
Switzerland I stin J (il s =C00) Switzerland
Japan IS \ _ Netherlands EEEG——— China’s World Ranking of
ey e ==
Canada ) Belgium
Belgium — 2009 o Spain EE— 11%in 20157 _*,
Netherlands ~—' Canada 20135 87
Sweden mEm——N 2008 130 Italy —— 2010 18
Australia I— %ma ’335‘3" 2007 130 Russia W . 2009 15t
! ) !
il e S | [ |
Br. Virgin Is. - B I — 2007 25t
Singapore I— Singapore — Shharyed | 2006 24
S. Korea China mmmmm ——  '8ihin2010 2005 26m
Luxembourg Br. Virgin Is.
Ireland  — Taiwan W Chinarked | 2004 27
Source: WIR 2011; The Beijing Axis Analysis 24 || source: WIR 2011; The Beijing Axis Analysis i
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Digging down to the country level provides a more accurate picture of the
Chinese OFDI flow. Mining and oil & gas are the key targets, underlining
the prominence of Australia, Canada, Africa and Latin America

CHN/HK Outward Deals for Top 30 Countries and Target Sectors (2000-May 2011)
o —_— 4

(USD bn, 2000-2010) by Commodity (2010) Sovermment e,
Insurance
60  mResource Acquisitions Other miron Ore Agribusnessinsurance
Forestry & Paper
Publishis
= Copper Holding Companiee
50 - Metal & Steel
Aluminium Leisure & Recreation
= Platinum et
© et o N
u Exploration Construction/Building = ﬂ’ L] \
" Lo 3 N
30 = Steel Mzn‘;?:::; - ’% Philippines
Food & Beverage T \
Retail =5 \
m Coal \
& Energy \
2 & Lodgi y
0 =Gata g Loding _ * indon ..M iy R
Consumer Products South America N
" Rare Earths Real Estate/Property 17 Number of Deals
10 28% Telecom >\300
Other Base Metals Professional Services 2200
i 2100 Ny
NN
0 P P 0 o . - 230 AN
00 01 02 03 04 05 06 07 08 08 10 China's investments in chrome, nickel, manganese are sill | ] 220 ~.
very small compared to other commodities o 100 200 300 400 0 @
*Note: Excludes oil 26 *Note: The Dealogic M&A database was used here; it groups China and Hong Kong outward investments. h
Source: Emst & Young; Heritage Foundation; MOFCOM; The Beijing Analysis Source: Deutsche Bank; Dealogic; The Beijing Axis Analysis
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The last year saw a shift in China’s focus toward emerging economies, China’s role in global mining M&A deals has been growing over the last
but developed economies are still significant as well. High-value decade
investments in South America and Africa highlight the growing
importance of the ‘south-south’ relationship
China’s Overseas Investments (USD bn, 2000-2010) China’s Investment Destinations (%, 2005-2010) Chinese Equity Acquisitions in the Global Mining Sector (2000 — 2010)
nAsia South America = North America mEmerging Markets ~ Western Markets = Asia USD mn Number of transactions > 2010 saw 161 acquisition announcements
m Africa Australia Europe 100% 20,000 mm Value 180 involving a Chines_e_entity, collectively worth
60 2010 20% 18000 ~ Volume 160 close to USD 12 billion
50  Asiadown 80% 16,000 140 > This brings the tally for the decade to 400
Australia down 0% 14,000 120 deals, collectively worth close to USD 48
Europe down 12,000 billion
o 60% 100
Africa up o 10,000
South America up 0% 8000 80 » This represents a tremendous increase
30 North America up g 60 considering there was a negligible number of
40% 6,000 Chinese buyers in terms of mining M&A
20 30% 5,000 o deals at the start of the decade
2,000 20
20%
10 0 [
B 10% 838 23388588 ¢2
S ST IS I IR R
0% frol ol S S ol ol o o i
00 01 02 03 04 05 06 07 08 09 10
Source: Heritage Foundation; The Beijing Axis Analysis 28 | | Source: PWC; The Beijing Axis Analysis 29




Africa, with its abundant natural resources, has been a key destination
for Chinese investment with five successful mega-deals valued at over
USD 2 billion

Major Chinese Investments in Africa (2006-2010)

Value (USD mn)
6,000
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PRLCEC et A @ o OrsFercus @ T
South Africa Platnum © Cremicals
5,000 [ ) Coppor Port
o Nkl © Pover-Elcticty
CNPC buys @ Manganese Electrical equip.
] Agadem oil ot
4,000 oo ® Baui Asanking
3,000 CNOOC acquires ——
45% of OML 130, China Union buys Y
Nigeria [ofinerios at he it T - g
. iglieabiis 75% stake in Nitel, Nigeria
2,000 Liberia
1,000

°
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While Chinese companies are the dominant force for investments into
the African mining sector, other emerging economies are competing
with China for access to resources

Mining Acquisitions in Africa by Country* (2010) Major players
H #», China National Petroleum oration (CNPC) -
- ‘@ Algeria, Chad, Equatorial Guinea, Libya, Mauritania,

Niger, Nigeria, Sudan, and Tunisia (oil and gas)

1 '
The value of Brazil’s acquisitions in 1 1
Africa in 2010 is large due to USD 2.5 bn : :
deal between Vale and BSG 1 JNMC Jinchuan Group (JNMC) - Zambia, Tanzania I
! (nickel), South Africa(platinum) '

1
1 '
1 '
1 '
1 1
1 '

Sinosteel Corporation -South Africa, Zimbabwe and

u Brazil Cameroon (iron ore and steel)
India &5  ChinaNonferrous Metal Mining Corporation ~
Zambia (copper)
mChina memmmemmee = SR e
POSCO Rehnglron and Stes] Company -Cameroon (iron
= Australia - and steel), Zimbabwe (silicon) , Congo (iron ore

and copper)

i
1

1

= South Africa €3 . - . !
e, Koroa Eloctric Power Corporation -Niger (uranium) |

# Canada .
K Vale - Guinea (Iron Ore), Zambia (copper) '
Other \

d - South Africa (anthracite)

Nava Bharat Ventures Limited ~ Zambia (coal)
Total: USD 9.7 bn
National Mineral Development Corporation—

Note:  Only deals that are finished, completed, or signed are included here L e e - -
Source: Various; The Beijing Axis Analysis 30 || source: Viarious; The Beijing Axis Analysis 3
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Indeed, mining has been the focus of Chinese investment into SADC China’s overseas endeavor for Chrome has been one of the country’s
countries. Expect more to come key activities with major suppliers which include resource acquisitions,
long term off-take agreements, and Ferrochrome plant investments
. . Chrome Production (‘000 tons, 2010) and Sel d O Chrome Ti i Initiated by China
sanc countres e 1 P PR PO ( ) ’
SADC Countries ___Acquirer _ Target Count usD
Aug-11 ;’;"':s‘l_'{:’“ Precious pamodzi Gold Orkney South Africa  Mining  22mn South Africa | NN ¢ 800
Jul-11  Jinchuan Group Metorex South Africa  Mining  1.3bn india [ 3200 Turkty: Jolnt¥enture by
Nov-10 Yingli Solar (South African developer) South Africa  Energy 435 mn Kazakhstan [N 3,800 TISCO and CVK Group
B - . Jul10 Jidong Development ooy CoMinential  souin africa  Cement 218 mn Turkey [l 2400
Zambia - =7 Malawi Jun-10 Wuhan Iron and Steel Riversdale* Mozambique ~ Mining 800 mn Oman: Long-term off-take agreement by
! Mozambique Oman [ 700 Sinosteel with Muscat Oversea Group
) T May.10 Jinchuan Group and oo, o South Africa  Mining 878 mn
Madagascar Y10 CAD Fund ' 9 Brazil ] 700
Sotowann - Mauritius Jan-10 Jinchuan Group ;::f::‘.‘;::““"y Tanzania  Mining nla Fian. ] 600 India; Long term off-take y — :
imbabwe Dec-09 Jinan Yuxiao Group  Mining assets Mozambique ~ Mining nla agreement with Indian Sgith Africa: Minmetal’s
"\ swaziland Aug-09 Jinchuan Group Munali Zambia Mining 37 mn Zimbabwe | 600 FACOR Group by Baostes! sition of Townlands
i:‘_'"' 41 Losoth Jul-09  Sinopec & CNOOC* il field (Marathon Oil) Angola Energy  1.3bn ) _gyenromite mine
fica ' Lesotho Maos] CHiCH ey Copper il I Zariia T Ml I Palistan | 320 Zimbabwe: Acquisition of 92% South Africa: Minmetal’'s
@ Mining EEmRMTEET oL ot A M s Austialia | 225 stake in Zimasco by Sinosteel acquisiton Naboom frrochrome
©® Energy Jan-08 Northtonhe Holdings  Mining assets Namibla Mining | 550/mn Albania | 204 South Afi Minmetal’s 70% South Africa: Sinosteel’s 50%
@ Financial Dec-07 Sinosteel SlnAECr EZim At M g inia X stake acquisition in Vizirama stake acquisition in Samancor
Oct-07 CNMC [T ICECEEY | oy Mining 100 mn China | 200
Broject South Africa: Sinosteel’s local Chrome JV plant — ASA Metals
*Note: Failed deal
Source: Various; The Beijing Axis Analysis 32 | | source: Heinz H Pariser; ICDA; The Beijing Axis Analysis »
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Sustained outbound investments is mainly driven by increasing Agenda
resource demand to meet growing the domestic consumption
China Overseas Direct Investmen
- Resource Consumption in China/Asia
Cumulative capital Annual investment Government policies Geopolitical
stock must align flow must adjust set the tone ir:ab‘:::?ns necessitate China’s Outbound Investment
Implications and F
Global s er lised Pursuit of advanced Resource pipelines .
look different corporate balance technologies are being built Final Word
sheets
Strengthening RMB & ‘Go global’ policy to Wider market interest
acquisitions Foreign Reserves continue
-34- 35

Source: The Beijing Axis Analysis
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China’s consistent GDP growth has pushed African countries towards a
similar growth pattern owing to the commodity demand and increase in
trade

GDP Growth Rate for China and Selected African Countries (%, 2001-2009)

The Beijing Axis
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China can bring value and opportunities in terms of capital, markets and
sourcing

=—Ghana Kenya  ———Nigeria  ——South Africa Tanzania ~ ===Zambia ==—Uganda e===China « Source of capital: strategic equity « Voracious consumer of metals leads
15 partner or divest non-core asset to off-take and financing
opportunities
+ User of capital: ECM and DCM
* Long term driver of demand but no
+ Infrastructure investment one-way bets
10
+ Comprehensive package - across + China’s need for international
project development cycle investment, technology, and know-
how
+ Need to strategically manage the
5 % N engagement as a continent ...
0 + China as a low-cost manufacturer
2001 2002 2003 2004 2005 2006 2007 2008 \v{os . Significant cost savings can be
achieved by sourcing from China
5 + Must be considered as a capital project
and supply chain partner
Source: World Bank; China Customs Data; The Beijing Axis Analysis 36 | | Source: The Beijing Axis Analysis 37
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Much of China’s involvement in Africa has a positive social impact... . .Although certain key challenges need to be considered over the long
term
© pfe . . : . .
> African countries look to China for an alternative to the multi-tiered that pany aid and > Most African countries lack linkages between Chinese and local enterprises and efforts to promote
loans from the World Bank and the IMF regional integration have been limited so far
> A definite gain Is Infrastructure improvements that Increases the abillty of African countrles to > Chinese construction projects in Africa still import about half of their workforce from China. This
participate in a competitive global economy inflow of Chinese labour into Africa has led to ions with local ially since the
Chinese personnel generally do not attempt to assimilate
> Chlnese economic activity in Africa extends into public infrastructure, such as the building of
and g, which greatly benefit the general populace > Although cheaper Chinese d goods benefit the African consumer, it threatens local
business; the fear is that in the long-run this will harm local manufacturing capabilities and
» Chinese construction activities in Africa create a source of employ for the local competitiveness
» Cheaper Chinese manufactured goods and services are more readily affordable to impoverished » China's b resource d d could d the i for African countries to diversify their
African consumers and provide them with access to new products economies and lessen their dependency on commodities, contributing to African countries’
ity to swings in global prices
> A ic and athletic are also on the rise. In recent years, China has sent about 12
coaches to 40 African countries to help them develop capabilities in certain sports such as table tennis
» There is great ial to reduce pi costs when sourcing from China, although this needs
careful management
So 38 39
urce: The Beijing Axis Analysis Source: The Beijing Axis Analysis
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Best practlces are needed as China matures into a developed China’s 12th Five Year Plan has outlined key policies that have a large
. . . ,
economy- also in the way it engages abroad impact on the country’s steel sector
Top 10* Steel Group Share of Total Output China's Steel Industry Development in 2011-2015
70%
+ China’s mining safety * As Chinese firms move 60% Slao industry consolidation is a key > China Iron and Steel Association (CISA) issued guidelines for the 12th
record at home and Corporate westward, governance o ive of 12th Five Year Plan Five Year Plan period (2011-2015), which included:
abroad does not meet Governance becomes essential as 50% - Acceleration of restructuring of the industry and of industrial upgrading
international standards foreign investors not only = (ECEEE U R A e IS "
+ With quidance, it will serutinise the balance - Acceleration of the elimination of outdated production capacity as well
With g ce, twill as measures for saving energy and reducing emissions
improve Chinese firms’ sheet, but also look more > The plan encourages big mills to merge with rivals to create more
reputations as well as closely at how the business cohesive steel groups in an effort o address overcapacity, pollution and a
their safety records is run osition in price negotiations for iron ore. The plan also
ST 2005 2006 2007 2008 2009 2010 2015 f':%clég‘?:sc::g:t;ge(echnolugy and encouraging steel companies to
> Minimum capacity standards are required in 2011E. For instance, capacity
Capacity reduction reduction of 148 mt for hot metal, 81 mt for liquid steel
> én increase in mduslry clonsoudmlulm improving industry z:onz;enlraTnon
« The Chinese government Know-how and TR L [ Consoliation though MsA__ZRNRRNCALTIC e v T kit e
needs to promote Sustainability (et stage and requires 70% of the market by 2015
important aspects such as acnnology; knowledge and technology Restrict T s ity additions. G twill
environmental policies in from experienced firms to Enhance Industry Competitiveness . preosvgg %ﬂm;@ﬁgfe;‘.ﬂ%éé&%;ﬁﬁ& :S ;J?J:\Oﬂ‘(lze%m;n !
seamless tubes, high tensile players. That agenda also includes enhancing
order to achieve realise its potential as a Tehnologic capaBiities
sustainable growth leading economy ) .
Improve environmental standards > Raise standards for energy saving and enforce emission control
RoSoureas |ndependence > Overseas resource acquisitons focused on chrome, nicke, on ore, coking
Source: The Beijing Axis Analysis 40 | | Source: Various; BrainNet EAC; The Beijing Axis Analysis 41




Several opportunities and implications exist for both Chinese and foreign
firms

Tactics to capitalise on current situation Objectives

Chinese Companies

Strategic capital Participate in Own end user Hedge against
investments technological and anaemic global
skill capability recovery
expansion

Foreign Companies

Access China’s Capitalise on L engage
distribution isti d & instituti ise key into China’s
via strategic equipment/plant government growing opportunity
marketing supply at lower cost relationships

Chinese and Foreign Companies

Develop and adapt Transform to a Understand the
strategic intelli ative variability, volatility ual benefits exist
framework business model and exception for both

Source: The Beijing Axis Analysis

42

Agenda

Resource Consumption in China/Asia
China’s Outbound Investment

Implications and Future Trends

The Beijing Axis
. [F]

Final word

» China requires large inflows of natural resources from abroad for its drive toward modernisation -
sustainable resource demand as well as some volatility

» China’s demand on chrome will keep steadily increase and stay for long term

» Trading and i ively close the gap between demand and supply
» Appreciate more developed, matured approaches, when Chinese investors go global — get soft skills

» ChinalAfrica matters more and more and has wide-ranging influence
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